Global Supply forecast (WFE, kt)

jFigure 20: Global Supply Growth (WFE, 000’tonnes)

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016e 2017e 2018e
Norway 723 741 856 945 1,006 1,183 1,144 1,199 1,234 1160 1,195 123
UK 135 137 145 142 155 159 158 171 166 171 176 181
Ireland 16 11 15 18 16 16 11 12 16 17 18 19
Faroes 19 37 47 42 56 70 73 83 ir 81 81 81
Iceland 2 1 1 1 1 3 3 4 4 ] 9 14
Total Europe 895 927 1,084 1,148 1,234 1,432 1,388 1,469 1,497 1,434 1478 1,525
Chile 356 403 239 130 221 364 468 583 591 467 486 534
Canada 110 119 115 118 110 137 115 101 135 138 143 149
UsA 12 17 16 18 18 20 20 20 20 21 22 23
Total Americas 478 539 370 266 349 521 603 704 746 626 651 708
Australia/Other 24 26 32 33 36 45 49 53 57 68 82 a8
Total Atlantic (Harvest volumes) 1,397 1,492 1,466 1,447 1,619 1,997 2,040 2,226 2300 2128 2211 2329
Change frozen salmon inventory -4 -25 39 2 1 -9 -4 -20 - -
Total supply Atlantic 1,393 1,467 1,506 1,449 1620 1,988 2,036 2,206 2300 2128 2211 2329
Atlantic salmon supply growth YOY
Norway growth 2%  16%  10% 6%  18% -3% 5% 3% -6% 3% 3%
UK growth 2% 6% -2% 9% 3% -1% 8% -3% 3% 3% 3%
Ireland 3% 36% 20% -11% 0% -34% 13% 33% 5% 5% 5%
Faroes growth 93% 2T% -11% 33%  26% 4%  13% -T% 5% 0% 0%
Iceland -50% 0% 0% 0% 200% 0% 33% 0% 50% 50% 50%
Total Europe 4%  15% 8% 7%  16% -3% 6% 2% -4% 3% 3%
Chile growth 13% -41% -46% 70%  65%  29%  25% 1% -21% 4%  10%
Canada growth 8% -3% 3% -T%  24%  -16% -12% 34% 2% 4% 4%
UsaA 42%  -8% 13% 0% 11% 0% 2% -2% 5% 5% 5%
Total Americas 13% -31% -28% 3M% 49% 16% 17% 6% -16% 4% 9%
Auwustralia/Other 8%  23% 3% 9%  25% 9% 8% 7% 20% 20% 20%
Total Atlantic (Harvest volumes) 7% -2% -1% 12% 23% 2% 9% 3% -T% 4% 5%
Change frozen salmon inventory
Total supply Atlantic growth 5% 3% -4% 12%  23% 2% 8% 3% -1% 4% 5%

Source: DMB Markets (forecast), Kontali (historical)i
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Extract from Kontali's September 2016 report:

o

s
\D “...our smolt-release estimate for 2016 has been adjusted down by 3
million, and knowing that at least 1 million fish will be culled as a result of
ISA over the next month or so, the outlooks for any growth next year, looks
paler than ever...

It might also hold hard to reach our sales budget of 1 190 thousand tonnes
this year, although sea-lice-driven harvesting could contribute to keeping
harvest volumes during Q4 up at last year’s level.”

The industry has several challenges, but to much volu me growth is not one of them..
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Are we seeing demand destruction?
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Are we seeing demand destruction?
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Animal protein consumption per capita per annum (kg)
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Change to global supply estimates revised down for 2016 & 2017, but up for 2018

Figure 21: Change in global supply estimates (000" tonnes)

New Old Change (kt)
2016e 2017e 2018e 2016e 2017e 2018e 2016e 2017e 2018e
Norway 1,160 1,195 1,231 1,185 1,232 1,269 -25 -37 -38
UK 171 176 181 171 176 181 - - -
Ireland 17 18 19 17 18 19 - - -
Faroes 81 81 81 81 81 81 - - -
Iceland 6 9 14 6 8 14 - - -
Total Europe 1,434 1,478 1,525 1,459 1,516 1,563 -25 -37 -38
Chile 487 486 534 473 463 483 -6 22 71
Canada 138 143 149 138 143 149 - - -
USA 21 22 23 21 22 23 - - -
Total Americas 626 851 706 832 629 6835 -8 22 71
Australia/Other 68 82 98 68 82 98 - - -
Total Atlantic 2128 2211 2329 2,159 2,226 2297 -31 -15 32
Source: DNB Markets
[Figure 22: Change in global supply (%, YOY)
New Old Change
Atlantic salmon supply growth YOY 2016e 2017e 2018e 2016e  2017e 2018e 2016e 2017e 2018e
MNorway growth -6.0% 3.0% 3.0% -4 0% 4.0% 3.0% 20% -10% 0.0%
UK growth 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 0.0% 0.0% 0.0%
Ireland 5.0% 5.0% 5.0% 5.0% 5.0% 5.0% 0.0% 0.0% 0.0%
Faroes growth 5.0% 0.0% 0.0% 5.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Iceland 500% 500% 500% 500% 500% 500% 0.0% 0.0% 0.0%
Total Europe -4.2% 31% 31% -2.5% 3.9% 31% 1.6% -0.8% 0.0%
Chile growth -21.0% 40% 10.0% -200% -20% 0.0% -1.0% 60% 10.0%
Canada growth 2.0% 4.0% 4.0% 2.0% 4.0% 4.0% 0.0% 0.0% 0.0%
USsA 5.0% 5.0% 50% 5.0% 50% 50% 0.0% 0.0% 0.0%
Total Americas -16.1% 4.0% 8.5% -15.3%  -0.5% 11% -0.8% 4.5% 7.4%
Australia/Other 200% 200% 20.0% 200% 200% 20.0% 0.0% 0.0% 0.0%
Total Atlantic (Harvest volumes) -7.5% 3.9% 5.4% -6.1% 3.1% 3.2% -1.3% 0.8% 2.2%

Source: DNBE Markets
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Market should be able to handle the global 2017-2018e volume growth

Figure 23: YOY deltain global supply (kt)

Figure 27: Global supply (kt, WFE)
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Salmon price estimates revised up for 2016, unchanged for 2017-2018e

Figure 25: Salmon price (NOK/kg)

Figure 26: Salmon price (EUR/kg)
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Figure 27: NASDAQ/Oslo price (NOK/kg)

Source: DNB Markets (forecast), Fishpool (historical}
Mote: Prices postweek 36 are DMB estimates

Figure 28: NASDAQ/Oslo price (EUR/kg)
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Salmon price estimates revised up for 2016, unchanged for 2017-2018e

Figure 30: Seattle price (USD/kg)
2016e

2017e 2018e
Q1 Q2 Q3 Q4 FY a1 Q2 a3 Q4 FY a1 Qa2 Q3 Q4 FY
MNew est. 6.2 6.5 6.8 Fli] 6.6 Fli] 70 Fli] 70 70 6.8 6.8 6.8 6.8 6.8
Old est. 6.2 7.0 7.0 70 6.8 70 7.0 70 70 70 6.8 6.8 6.8 6.8 6.8
Source: DMB Markets, Kontali
Figure 31: Chile prices (USD/kg)
2016e 2017e 2018e
Q1 Q2 Q3 Q4 FY Q1 Q2 Q3 Q4 FY Q1 Q2 Q3 Q4 FY
MNew est. 53 6.8 6.9 70 6.5 7.0 6.5 6.0 6.0 6.4 6.0 6.0 6.0 6.0 6.0
Old est. 53 7.0 7.0 70 6.6 7.0 6.5 6.0 6.0 6.4 6.0 6.0 6.0 6.0 6.0

Source: DNB Markets (forecast), Kontali (historical)
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Source: Bloomberg







Does the chicken farming model work better for salmon far mers than for chicken?










